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STATEMENT OF THE MANAGERS ON THE PART OF TIE HOTUSE

The managers on the part of the House at the conference on the
disagroeing votes of the two Houses on the amendments of the Senate
to the.bill (H. R. 4473) to provide revenue, and for other purposces,
submit the following statement in explanation of the effeet of the action
agrecd upon by the conferces and recommended in the accompanying
conference report: »

,Amendment No. 1: The Ilouse bill provided for an increase in
individual income-tax rates by a percentage increase of 12}4 percent

- of the tax liability under existing law, with an over-all effective ceiling

rate of 90 percent of the net income of the taxpayer. The House bill
also increased the alternative tax on capital gains by 12% percent.
The Senate amendment eliminated the increase in the alternative tax
on capital gains and provided, in general, for an increase of 11 percent
of the present tax liability, or 8 percent of the amount by which the
surtax net income excoeds presont taxes, whichever produced the
lesser increase in tax. The Senate amendment provided an over-all
ceiling rato of 88 percent of the net income of the taxpayer.

Under the conference agreement the increase in the combined nor-
mal tax and surtax under existing law will, in general, be 11% percent
of the present rates or 9 percent of the amount by which the surtax
net income cxceeds present taxes, whichever is the lessor. Special
rates arc provided for the calendar year 1951 so as to reflect Novem-
ber 1, 1951, as the effective date of the increase in tax. The ceilin
rate of 88 percent contained in the Scnate amendment is retaine
under the conference agreement, and no increase in tax is provided
with respect to the altornative tax on capital gains. Under the House
bill no termination date was provided for the increase in the taxes.
The Senate amendment provided for the tormination of the increased
rates on January 1, 1954, and the conference agreement retains the
termination date. :

Amendments Nos. 2 and 3: These amendments are clerical. The
Senate recedes.

Amendments Nos. 4 and 5: The House bill provided for an increase
in the normal tax on corporations, in general, from 25 to 30 percent of
normal tax net income, applicable to taxable years beginning after
December 31, 1950. The Senate provided for an increase in the cor-
poration normal tax from 25 to 27 percent and an increase in the
corporation surtax from 22 to 25 percent. Under the Senate amend-

- ment, the increases in normal tax and surtax were to be effective as

of April 1, 1951, and were to terminate on December 31, 1953. Spe-
cial rates were provided for the calendar ycar 1951 to reflect the
April 1 cffective date. Under the conference agrecment on amend-
ments 4 and 5, the normal tax is increased from 25 to 30 percent as
provided -in the House bill with no increase in the surtax. The in-
crease in normal tax is to be cffective as of April 1, 1951, with a normal
tax rate of 28% percent for the calendar year 1951. The conference
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agreement provides that the increasc .in normal tax is to terminate
as of March 31, 1054, ;

Amendment No. 6: The House bill amended scction 430 (a) (2)

of the code (relating to maximum excess profits tax) so as to increase
the percentage used under existing law for computing the maximum
excess profits tax from 62 to 70 percent. The Senate amendment
provided a new method for computing the maximum excess profits tax
which, in general, was 16% percent of the excess profits net income
for the calendar year 1951 and was 17 percent of the excoss profits net
income for taxable vears beginning after March 15, 1951. The
17 percent figure of the Senate amendment was comparable to a 69
percent figure under the method provided in the House bill. The
House recedes with an amendment which adopts the Senate method
of computing the maximum tax but increases, the 17 percont figure
to 18 percent (comparable to the House bill .70 percent figure) for
taxable years beginning after March 31, 1951. Under the conference
agrecment the maximum excess profits tax for the calendar year 1851
is 17% percent of the oxcess profits net income for such year.
. Amendments Nos. 7, 8, and 9: Scnate amendments Nos. 7 and 8
. amended section 207 (a) (tax on certain insurance companies),
362 (b) (tax on regulated investment companies), section 421 (a)
(tax on business income of certain tax cxempt organizations), and
section 26 (relating to credits for eorporations) of the code to malke
changes conforming to the action of the Scnate with respect to the
corporate normal and surtax rate increascs. These amendments also
made other technical conforming changes in the code.  Senate amend-
ment No. 9 struck out scction 123 of the House bill which provided
for the allowance of only one surtax exemption and one minimum
excess profits credit to certain controlled groups of corporations. The
TIouse recedes on amendments Nos, 7 and 8 with conforming amend-
ments and an amendment adding & new section 15 (¢) to the code
(relating to disallowance of surtax exemptions and minimuni execss
profits credit) and the House recades on amendment No. 9,

The new subsection (¢) of section 15 applies to the situation where
a corporation, on or after January 1, 1951, transfers property (other
than moncy) to one or more corporations created for the purpose of
acquiring such property, or to one or more corporations not actively
engaged in business at the time of such acquisigion, if after such
transfor the transferor corporation or its stockholders, or both, are
in control of the transferce during any part of a taxable year of such
transforee corporation. In such case the transferce corporation shall
not be allowed cither the $25,000 exemption from surtax or the
$25,000 minimum excess profits credit unless 1t cstablishes by the
clear preponderance of the evidence that the seeuring of the $25,000
exemption or the $25,000 minimum excess profits credit, or both,
was not a major purpose of the transfer of the property to it by the
transferor. The term “control” is defined as the ownership of stock
possessing at least 80 percent of the total combined voting power of
all elasses of stock cntitled to vote or at least 80 percent of the totsl
value of shares of all' classes of stock of the corporation. Under the
amendment the ownership of stock is to be determined in aceordance
with the provisions of section 503, cxcept that constructive owner-
ship under section 503 (a) (2) is to be determined only with respect
to the individual's spouse and minor children. The Sceretary, to the
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extent not inconsistent with the provisions of the new subsection, is
granted the same authority as under scction 129 (b) to allow in
whole or in part a surtax cxemption or a minimum excess profits
credit which might otherwise be disallowed under the subsection or
to_apportion such exemption or credit among the corporations in-
volved. For cxample: Corporation A transfers on January 1, 1952,
all of its property to corporations B and C in exchange for the entire
stock of such corporations.  Immediately thereafter corporation A
is dissolved, its stockholders becoming the stockholders of B and C.
Assuming that a major purpose for such transfers is to secure addi-
tional surtax exemptions and minumum cxcess profits credits, the
Secretary has. the authority to allow one such exemption and credit
and to apportion such exemption and credit hetween corporations
B and C. It is provided that the subsection shall not be applicable
to any taxable year with respect to which the tax imposed by sub-
chapter D of chapter 1 (relating to the cxcess profits tax) is not in
effeet, It is not intended that the new subscction shall in any way
delimit or abrogate any of the existing provisions of the code (including
-’ sec. 129), or any principle estnblisﬁlcd_ by judicial decision, ‘whicﬁ
have the effoct of preventing the avoidance of income or cxcoss profits.
" taxes, ‘

Amcendment No. 10: This amendment strikes out all of section 124
of the House bill relating to the computation of an alternative capital
gains tax. The House recedes.

Amendment No. 11: This amendment provides, in: goneral, that
corporations subject to a tax imposed by chapter 1 of the code for a
taxablo year ending after March 31, 1951, but prior to October 1,
1951, shall after the date of the enactment of the bill and on or before
January 15, 1952, make a return for such taxable year with respect
to such tax and such taxable year. The House recedes.

Amendment No. 12: This amendment, which corresponds to sec-
tion 125 of the House bill, provides the effective date of part IT of
title I.  The Ilousc recedes. : :

Amendment No. 13: This amendment, relating to the computation
of tax by certain fiscal ycar taxpayers, corresponds to subsection (a) of
section 131 of the Houso bill with such changes as are necessary to
reflect the normal tax and surtax rates and the termination dates
provided by the Scnate amendments. The House recedes with

- amendments conforming to the conference action with respect to the
corporate income tax rates,

Amecndments Nos. 14, 15, 16, 17, 18, 19, 20, and 21: These anend-
ments are clerical amendments., The Iouse recedes.

Amendment No. 22: This amendment strikes out part I of title 11
of the House bill providing for the withholding of tax at the source on
dividends, interest, and royaltics. The Housoe recedes.

Amendment No. 23: 'This amendment, which corresponds to part 11
of title II of the House bill (relating to increasce in withholding of tax
at source on wages) amends section 1622 (a) of the code by changing
the percentagoe rate of withholding from 18 percent to 20 percent in
the case of wages paid on or after November 1, 1961, and before
January I, 1954. It also amends scction 1622 (¢) (1), relating to
wage-bracket withholding, te provide new tables which reflect the
increased tax rates. It also provides, as did the Housc. bill, for
additional withholding of tax on wages upon agreement by cmployer
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and employee and provides that the amendments made thereby shall
be applicable only with respect to wages paid on or after Novembeor 1,
1951. 'The Iouse recedes.

Amendments Nos. 24, 25, 26, and 27: These amendments are
clerical and conforming amendments. The House recedes.
~ Amendment No. 28: Section 301 of the House bill amended section
12 (c) of the code to provide for a head of a household approximately
one-half of the income-splitting benefits provided for a husband and
wife who file a joint return. Under the Senate amendment the head
of a household was afforded approximately one-fourth of such benefits.
The House recedes with an amendment conforming to the House
action in affording approximately one-half of such benefits and making
the necessary changes in the surtax tables to conform to the conference
action with respect to individual income tax rates and cffective date

provisions.

"Amendment No. 29: Under the IHouse bill, a taxpayer might
qualify as a head of a household by reason of such household consti-
tuting the principal place of abode of a descendant of a stepson or
stepdaughter of the taxpayer. Under the Senate amendment, such
descendants are eliminated from the category of persons in respect of
whom the taxpayer may qualify as head of a household. The House
recedes. - :

Amendment No. 30: This amendment adds subsection (b) to section
301 of the bill to provide that in the case of a head of a household who
elects the benefits of section 51 (f) (1) of the code (relating to tax com-

uted by collector in case of wage carners) the tax shall be computed
Ey the collector under supplement T without regard to the taxpayer’s
status as head of a household. The House recedes.

Amendment No. 31: This amendment amends section 22 (b) (1)
of the code (relating to exclusion of life insurance proceeds from gross
income) to provide for a limited exclusion for amounts paid by an
employer to the beneficiaries of an employee by reason of the em-
ployce’s death. 'The House recedes. ‘ :

Xmendment No. 32: This amendment amends sections 113 (a) (5)
and (22) (b) (2) of the code to provide that the basis of a survivor’s
interest in a joint and survivor annuity, the value of which is required
to be included in the cstate of a decedent annuitant dying after De-
cember 31, 1950, shall be considered to be acquired by “bequest,
devise, or inheritance’” and that such basis (that 1s, the value of such
survivor’s interest at the time of the decedent’s death) shall be con-
sidered, for purposes of determining the amount to be included in the
income of the survivor, to be the consideration paid for the survivor’s
annuity. The House recedes.

Amendment No. 33: This amendment provides for the permanent
enactment of section 22 (b) (9) of the code, relating to exclusion from
gross income of income attributable to the discharge of certain indebt-
cdness in the case of a corporation which consents to reduction in
basis of ‘its properties in an amount equal to the income excluded,
and extends for threc years the application of section 22 (b) (10),
relating to the exclusion of income of a railroad corporation attribu-
table to the discharge of its indebtedness in a receivership proceeding.
The amendment is similar to H. R. 2416, which was passed by the
House on April 12, 1951 (H. Report No. 311). The Housc recedes.
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Amendment No. 84: This amendment makes certain changes in
section 22 (b) (13) of the Internal Revenue Code, relating to the
additional allowance for certain members of the Armed Forces.

Section 22 (b) (13) of existing law excludes from gross income
certain compensation received for active service in the Armed Forces
of the United States for any month during any part of which the
recipient scrved in a combat zone after June 24, 1950, and prior to
January 1, 1952. This amendment extends this latter daté from
January 1, 1952, to January 1, 1954,

This amendment also extends the exclusion to certain compensation
received for active service in the Armed Forces of the United States
for any month during any part of which the recipient was hospitalized:
at any place as a result of wounds, discase, or injury incurred while
serving in a combat zone after Junc 24, 1950, and prior to January
1, 1954, provided that during all of such month there are combatant
activities in some combat zono. The House recedes.

Amendment No. 35: This amendment revises section 22 (d) (6)
(F) (iii) of the code, which provision was added to scction 22 (d) (6)
by Public Law 919 (81st Cong., 2d sess.), so as to vary the application
of the rule with respect to replacement of involuntary liquidations of
inventories in certain cases where such replacement is made during
taxable years ending after June 30, 1950, and prior to January 1,
1953. The effect of the amendment would be to permit the replace-
ment of the World War II involuntary liquidations during taxable
years ending after June 30, 1950, and prior to January 1, 1953, without
requiring that the involuntary liquidations occurring during such years
be first replaced, thus enabling the replacement of the World War I1
liquidations to be made in time to permit them to qualify for the
benefits of section 22 (d) (6). The House recedes.

Amendment No. 36: This amendment amends section 23 (x)
(relating to the deduction of medical expenses) by eliminating the 5
percent limitation with respect to the deduction of medical, dental,
etc., expenses paid during the taxable year, not compensated for by
insurance or otherwisce, for the care of the taxpayer or his spouse if
either the taxpayer or his spouse attains the age of 65 before the close
of the taxable yecar. The limitation with respect to the maximum
deduction allowable under section 23 (x) remains unchanged.  The
amendment is effective with respect to taxable years beginning after
-~ December 31, 1950. The House recedes. -

Amendment No. 37: This amendment adds paragraph (7) to section
23 (aa) of the Internal Revenue Code to provide, in general, that an
election to take or not to take the standard deduction for any taxable
year may be changed after the time prescribed for filing a return for
such year. The Housc recedes.

Ar}ncndmcnt No. 38: This amcndment is clerical. The House
recedes.

Amendment No. 39: Section 302 of the House bill would add a new
subparagraph (D) to section 23 (a) (1) of the code providing, in gen-
eral, that all expenditures paid or incurred after December 31, 1950,
in the development of a mine or other natural deposit (other than an
oil or gas well), to the extent paid or incurred after the cxistence of ores
or minerals in commercially marketable quantities has been disclosed,
shall be deducted ratably as the produced ores or minerals benefited
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by such expenditures are sold. Section 302 of the House bill also
amended section 113 (b) (1) by adding a new subparagraph (J)
thereto to provide for adjustment to the basis of the mine or deposit
for amounts allowed as a deduction under new subparagraph (D) as
added to section 23 (a) (1). o

The Senate bill made technical changes in the House provisions
and inserted tho substance of subparagraph (D) as added to section
23 (a) (1) by the House bill in a new subsection (cc) to be added to
section 23 of the code. Tho Scnate bill also added a provision to the
new subsection (cc) which, in goneral, would allow tho taxpayer to
elect to deduct development expenditures either in the taxable
-year paid or incurred or ratably during the taxable years in which
the produced orcs or minerals benefited by such expenditures are sold.
The House rececdes. ; “

Amendments Nos. 40 and 41: These amendmonts are clerical. The
House recedes. i o

Amendment No. 42: This amendment changes scetion 25 (b) (1)
(D) of the code to incroase the gross income test of a dependent from -
$500 to $600. The House recedes. ' '

Amendment No. 43: This amendment adds to scction 26 (b) of
the code a new paragraph to provide for a dividends received credit
in the case of dividends received from a foreign corporation (other
than a foreign personal holding company) subject to taxation under
chapter 1 of the code which for a stipulated uninterrupted period of
time has becn engaged in trade or business within the United Statos
and has derived during such period 50 percent or more of its gross
income from sources within the United States.

The House recedes with an amendment under which the dividends
received credit will be allowed with respect to dividends received from
such a forcign corporation in an amount cqual to—

(A) 85 percent of the dividends received out of its carnings or
profits of the taxable year (computed as of the close of the taxable
year without diminution by reason of any distributions made
during the taxable year) without regard to the amount of the
earnings or profits at the time the distribution was made, but
such amount shall not exceed an amount which bears the same
ratio to 85 percent of such dividends received out of such earnings
or profits as the gross income of such forcign. corporation for such A,
taxable year from sources within the United States bears to its '
gross income from all sources for such taxable year, and

(I 85 pereent of the dividends roceived out of that part of
its earnings or profits specified in clause (1) of the first sentence
of scetion 115 (a) accumulated after the beginning of such unin-
terrunted period, but such amouni shall not exceed an amount
whicli bears the same ratio to &% parcent of such dividends re-
ceive 1 okt of such accumulated oarnings or profits as the gross
ineo ne of such foreign corporation from sources within the United
Stat s for the portion of such uniatecrupted period ending at the
begi.ining of the taxable year bears to its gross income from all
sour-os for such portion of such uniaterrupted period.

The dctermination of earnings or profits distributed in any taxable
year shall be made in accordance with section 115 (b) of the eode.

The apolication of this amendment i« illustrated by the following
example: Corporation A (a foreign corporation filing its return on a
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ealondar year basis) whose stock is 100 pereent owned by Corporation
B (a domestic corporation filing its return on a calendar-year basis)
for the first time engaged in trade or business in the United States
on January 1, 1940, and qualified under this amendment for the entire
period beginning from that date and ending with December 31, 1951,
Corporation A had accumulated carnings or profits of $50,000, im-
mediately prior to January 1, 1940, and had earnings or profits of
$10,000 for cach taxable year during the uninterrupted period from
January 1, 1940, through Docember 31, 1951. It derived for the
period from January 1, 1940, through December 31,.1950, 90 percent
of its gross income from sources within the United States, and in
1951 derived 95 percent of its gross income from sources within the
United States. During the calendar years, 1940, 1941, 1942, 1943, -
and 1944 corporation A distributed in cach ycar $15,000; during the
calendar yoars 1945, 1946, 1947, 1948, 1949, and 1950 it distributed
in each year $5,000; and during the vear 1951, $50,000. For 1951
a dividends-received credit of $31,025 will be given corporation B
with respect to the $50,000 received from corporation A, computed
o as follows:
hd (1) $8,075 which is $8,500 (85 percent of the $10,000 of carnings
or profits of the taxable year) multiplicd by 95 percent (the por-
tion of the gross income of A corporation derived during the tax-
able year from sources within the United States) plus
(2) $22,950 which is $25,500 (85 pereent of $30,000 (that part
of the earnings or profits accumulated after tho beginning of the
uninterrupted period)) multiplied by 90 percent the portion of
the gross income derived from sources within the United States
during that portion of the uninterrupted period ending at the
beginning of the taxable year).
Tf, in the foregoing cxample, corporation A for the taxable year 1951
had incurred a deficit of $10,000 (shown to have been incurred prior
to December 31), and if it had distributed $50,000 on December 31,
1951, the dividends received credit which corporation B would receive
would be $15,300, computed by multiplying $17,000 (85 percent of
$20,000 carnings or profits accumulatod aftor the beginning of the
uninterrupted period) by 90 percent (the portion of the gross income
from United States sources during that part of the uninterrupted
period ending at the beginning of the taxable year). .

-’ Amendment No. 44: This amendment adds to section 51 of the
code (relating to individual returns) a new subscction (g) providing
for the filing of a joint return by a taxpayer and his spouse for a
taxable vear for which a joint roturn could have been made under
section 51 (b) even though the time prescribed by law for filing the
return for such taxable year has oxpired. This provision is cffective
with respect to taxable years beginning after December .31, 19503
The House recedes.

Amendment No. 45: This amendment adds section 313 to the bill
which relates to income-tax treatment of mutual savings banks,
building and loan associations, and cooperative banks, cffective with
respect to taxable years beginning aftor December 31, 1951. The
House recedes with an amendment. . ' :

Subseetion (a) of section 313 as agreed to in conference repeals
section 101 (2) of the code (relating to cxemption from. tax of mutual
savings banks). -
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Subscetion (b) amends section 101 (4) of the code to repeal the
exemption from tax of building and loan associations and cooperative:
banks. Credit unions without capital stock organized and operated'
for mutual purposes and without profit will remain tax-oxempt under

section 101 (4) of the code. P

The amendment to section 101 (4) of the code made by subsection (b):
will also continue to exempt from tax corporations or associa tions with
out capital stock organized prior to September 1, 1951, and operated
for mutual purposes and without profit for the- purpose of providing: -

‘reserve funds for, and insurance of, shares or deposits in (A) domestic:
building and loan associations (as defined in sec. 3797 (@) (19), B)

. cooperative banks without capital stock organized and operated for:
mutual purposes and without profit, or (C) mutual savings banks not.
having capital stock represented by shares.

Subsection (c¢) amends section 454 of the code to add to the list of’
corporations exempt from the excess profits tax any mutual savings:
bank not having capital stock represented by shares, any domestic:
building and loan association (as defined in sec. 3797 (@) (19)), and. -~y
any cooperative bank without capital stock organized and operated )
for mutual purposes and without profit.
~ Subsection (d) amends section 5 (h) of the Home Owners Loan Act:
of 1933 (48 Stat. 132;12 U. S. C., sec. 1464 (h)), to remove the language
in such scction exempting Federal savings and loan associations from,
Federal income tax, war-profits, and excess profits taxes, in tho case
of taxable years beginning after Decomber 31, 1951. Thesc associ-
ations will not, of course, be subjeet to the excess profits tax, by reason
of the amendment made by subsection (c). '

Subsection (o) amends section 23 (k) (1) (relating to deduction:
from gross income of bad debts) to provide rules with respect to a.
reasonable addition to a reserve for bad debts in the case of & mutual.
savings bank not having capital stock represented by shares, a domestic:
building and loan association, and a cooperative bank without capital’
stock organized and oporated for mutual purposes and without profit..
Where 12 percent of the total deposits or withdrawable accounts of
the institution’s depositors at the close of the taxable year oxcecds:
the sum of its surplus, undivided profits and reserves at the beginning:
of the taxable year it may take a deduction for a reasonable addition:
to a reserve for bad debts for such year in any amount determined by A,
it to be a reasonable addition for such year, except that such amount. '
shall not be greater than the lesser of (A) the amount of its net income-
for such year computed without regard to this provision, or (B) the:
amount by which such 12 percent of its total deposits exceeds its:
surplus, undivided profits, and reserves at the beginning of such year.
Where the sum of the institution’s surplus, undivided profits, and
reserves at the beginning of the taxable year equals or oxceeds 12
percent of its total deposits or withdrawable accounts at the close of
such year, any deduction for such year for a reasonable addition to g,
reserve for bad debts will be determined under the general provisions:
of section 23 (k) (1). In determining a deduction for a reasonable:
addition to a reserve for bad debts, and in determining the sum of the
surplus, undivided profits, and reserves, there will bo taken into ac.
count surplus, undivided profits, and bad debt reserves aceumulated
prior to the close of December 31, 1951 (. e., during the period for
which the institution was not subject to taxation). o
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Subsection (f) amends scetion 23 (r) (relating to the deduction from
gross income of certain dividends paid by banking corporations) to
‘provide that in tho case of mutual savings banks, cooperative banks,
and domostic building and loan associations (for definition of domestic
building and loan associations, sce soction 3797 (a) (19) as added by
section 313 (i) of the bill), there shall be allowed as deductions in
computing net income any amounts paid to, or. credited to the
accounts of, depositors or holders of accounts as dividends on. their
-deposits or withdrawable accounts, if such amounts may be with-
drawn on demand subject only to customary notice of intention to
withdraw. For example, if ‘an institution has tho right to rececive
30 days’ notice prior to the withdrawal of a deposit or of any amounts
paid or credited to the account thoreof, the amounts credited will
nevertheless be considered as withdrawable on demand subject only
‘o customary notice of intention to withdraw,

Subsection (g) amends section 23 of the code (relating to deductions
from eross income) to provide a deduction for repayment of certain
Toans %)y a mutual savings bank not having capital stock represented
by sharcs, a domestic building and loan association (as defined in
o gaction 3797 (a) (19) of the code) or a cooperative bank without capital
stock organized and operated for mutusal purposes and without profit.
Tt provides that amounts paid by the taxpayer during the taxable
yoar in repayment of loans made prior to September 1, 1951, by the
United States or any agency or instrumentality thereof which is
wholly owned by the United States, or by & mutual fund established.
under the authority of the laws of any State, shall be allowed as a
deduction in computing net income of the taxpayer. An example for
‘this purpose of an agency or instrumentality wholly owned by the
United States would be the Reconstruction Finance Corporation,

Subsection (h) amends section 104 (a) of the code (defining the term -
bank) to include, within the definition of bank, a domestic building
-and loan association.

Subsection (i) amends section 3797 (a) of the code (relating to defini-
‘tions for the purpose of the Internal Revenue Code) to define the term
«“domestic building and loan association’ to mean a domestic building
and loan association, a domestic savings and loan association, and a
Federal savings and loan association, substantially all the business of
which is confined to making loans to members. This amendment is of
4 clarifying nature and is not intended to change the existing meaning
of & domestic building and loan association.

Subsection (j) provides that the amendments made by the section
shall be applicable only with respect to taxable years beginning after
December 31, 1951.

Amendment No. 46: This amendment in general amends scction
101 (12) of the code to subject tax-exempt cooperatives to normal
tax and surtax on earnings not definitely allocated to the accounts
-of patrons.

The House recedes with an amendment making a clerical change,
and with the following additional amendments. First, it is provided
that amounts allocated to patrons with respect to income not derived
from patronage, if made after the close of the taxable year and on or
before the fiftcenth day of the ninth following month, shall be con-
sidered as made during the taxable year to the extent such allocations
are attributable to income derived before the close of the taxable year.
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Second, it is made clear that in taking into account patronage divi-
dends to patrons with respect to their patronage in computing the net
income of the cooperative, it is immaterial whether such dividends
relate to patronage of the taxable year of the cooperative or to patron-
age of preceding taxable years. Third, tha provision of the Scnate
amendment relating to withholding on patronage dividends in the
even bt lx]zvithholding 1s required: on corporate dividends is stricken from
“the bill. '

Under the conference agreement, patronage dividends allocated by
a cooperative to its patrons will not be treated as taxable income to
the cooperative. ; ) :

Amendment No. 47: This amendment, which adds a new sub-
paragraph (D) to section 102 (d) (1) of the Internal Revenue Code,
provides that the excess of the net long-term capital gain for the
taxable year over the net short-term capital loss for such vear, less
the taxes imposed by chapter 1 of the ¢ode attributable to-such excess,
shall be deducted from the net income in computing section 102 net
income. However, the fact that such excess is not to be taken into
account in the tax basis on which the penalty tax under section 102 is -~
imposed will not prevent capital gains from being taken into consider-
ation in determining whether earnings or profits of a corporation have
been permitted to accumulate beyond the reasonable needs of the
business. The House recedes.

Amendment No. 48: This amendment amends section 112 (b) (7)
of the code (relating to clection as to rocognition of gain in certain
corporate liquidations), so as to make it applicable to cascs in which
the liquidation is pursuant to a plan adopted after December 31,1950,
and the transfer of all the property under the liquidation occurs within
one calendar month in 1951 or 1952.  The House recedes.

Amendment No. 49: This amendment amends sections 112 (b)
and 113 (a) of the code to provide for the nonrecognition of gain in
certain cascs, where, pursuant to a plan of reorganization, a share-
holder of a corporation which is a party to the reorganization receives
stock (other than preferred stock) in another corporation which is a
party to the reorganization without the surrender by such shareholder
of stock. This amendment is applicable with respect to taxable years
ending after the date of the enactment of this act, but applies only
with respect to distribution of stock made after such date. The House .
recedes. . : ' '

Amendment No. 50: This is a clerical amendment. The House
recedes.

Amendment No. 51: Section 303 of the House bill provides, in
general, that any gain from a sale of property used by the taxpaver
as his principal residence will not be recognized if the taxpayer within
a period beginning 1 year prior to the date of such sale and ending 1
vear after such date purchases property and uses it as his principal
residence except to the extent that the taxpayer’s selling price of the
old residence exceeds his cost of purchasing the new residence. The
Senate amendment provides that, where the taxpayer is constructing
the new residence, such period shall include 18, rather than 12, months
after such sale.” If the taxpayer commenced construction of the new
restdence more than 1 year prior to the date of the sale of the old resi-
dence, in determining the taxpayer’s cost of building the new residence
there will be included only so much of the cost as is attributable te
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the construction made during the period beginning 1 year prior to the
date of the sale of the old residence and ending 18 months after such
date. The House recedes.

Amendment No, 52: This is a clerical amendment. The Ilouse
recedes.

Amendment No. 53: The House bill granted a percentage depletion
allowance at the rate of 5 percent in the case of deposits of asbestos,
sand, gravel, stone (including pumice, scoria, and slate), brick clay, tile
clay, shale, oyster shell, clam shell, granite, and marble. The Senate
amendment granted percentage depletion in the case of asbestos at
the rate of 10 percent and added to the above list sodium chloride
and, if produced from brine wells, calcium chloride, magnesium chlo-
ride, potassium chloride, and bromine. The Senate amendment re-
moved slate from the parenthetical clause following stone and included
it as a separate item in this 5-percont: category. The Houso bill in-
creased the 5-pereent rate of percentage depletion now allowed for coal
to 10 percent. The Senate amendment followed this treatment in the
case of coal and included in this new 10-percent category those min-
erals which the House bill would have allowed percentage depletion
at a rate of 15 percent. These minerals are borax, fuller’s earth,
tripoli, refractory and fire clay, quartzite, perlite, diatomaceous earth,
metallurgical grade limestone, and chemical grade limestone. The
Senate amendment also added wollastonite, magnesite, dolomite, bru-
cite, and calcium and magnesium carbonates, to this 10-percent list,
and added aplite and garnet to the list now allowed percentage deple-
tion at the 15-percent rate. - ‘

The bill, as passed by both the House and the Senate, made
technical amendments to section 114 (b) (4) (A) which do not alter
its substance. The House bill changed the parcnthetical clause,
stating that thenardite produced from brines or mixtures of brine
would be allowed percentage deplotion, to state that thenardite,
including thenardite from brines or mixtures of brine, would be
permitted such allowance. The Senate amendment achieved the
same effect by striking the parenthetical clause.

The amendments made by both ITouses are applicable only with
respect to taxable years beginning after December 31, 1950.

The House recedes with an amendment which restores borax,
fuller’s carth, tripoli, refractory and fire clay, quartzite, diatomaceous
- carth, metallurgical grade limestone, and chemical grade limestone to

the 15-percent category in which they appeared in the House bill and
which removes potassium chloride from the list of minerals to which
the Senate bill granted the percentage depletion allowance at the
5-percent rate. Potassium chloride is-entitled, under existing law, to
percentage depletion allowance at 15 percent. Under the conference
agreement calcium carbonates are granted an allowance of 10 percent,
while marble, which is a calcium carbonate, receives 5 percent. It is
intended, in any case where a mineral is spocifically provided for at a
stated rate of poercentage allowance, that the specific provision will
govern over the allowance provided (whether higher or lower) for a
more general classification.

Tt is the intention, in including stonc in the 5-percent percentage
deplotion category, to limit such term to its commonly understood
meaning. Thus, depletion would be allowed in the case of common
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stone which is crushed for use in building roads but would not be
allowed in the case of precious stones such as diamonds. .

Amendment No. 54: Section 115 (g) (3) of the Internal Revenue
Code provides in substanee that section 115 (g) (1), relating to the
treatment as dividends of amounts distributed in redemption of stock,
shall be inapplicable where the redemption is of stock the value of
which is included in determining the value of the gross estate of a
decedent provided, among other limitations, that the value of the stock
in such corporation comprises more than 50 percent of the value of the
net estate of the decedent. Under the Senate amendmeont, the 50-
percent limitation would be reduced to 25 pereent. The House
recedes with an amendment under which the value of the stock of
the corporation must comprise more than 35 percent of the value
of tho gross estate of the decedent. The amendment would be appli-
cable with respect to distributions in redemptions made after the
date of enactment of the act. .

Amendment No. 55: This amendment amends scetion 116 (a) of
the Internal Revenue Code so as to apply the -exemption of carned
income roceived from sources without the United States to (1) an A
individual citizen of the United States who has been a bona fide
resident of a foreign country or countries for an uninterrupted period
which includes an entire taxable year or (2) an individual citizen
of the United States who during any period of 18 consecutive months
is physically present in a foreign country or countries for a total of
at least 510 full days in such period. Amounts paid by the United
States or any agency thercof do not come within the provisions of
this amendment. The amendment further amends the Internal
Revenue Code to adapt the provisions respecting collection of income
tax at source on wages to the substantive changes made to section
116 (a) of the code, and to climinate withholding of Fedcral income
tax with respect to wages which are required by law of any foreign
country to be withheld upon for income taxes of such foreign country.
The House recedes with a clerical amendment.

Amendment Nos. 56, 57, and 58: These are clerical amendments,
The House recedes. ‘ : .

Amendment No. 59: This is a technical amendment conforming to
the conference agreement on Senate Amendment No. 1. The House
recedes. ' -~

Amendment Nos. 60, 61, and 62: These are elerical amendments. o
The House recedes. :

Amendment No. 63: This amendment provides rules for the appli-
cation of section 117 (j) in cases where land bearing an unharvested
crop is sold. The provision applies in cases where the land has been
held for more than 6 months. "The period that the crop has been on
the land is immaterial. The House rocedes.

Amendment No. 64: The House bill contained a provision which,
effective for taxable years after 1950, amended section 117 G Q) of
the code to provide that the term “property used in the trade or busi-
ness” includes livestock held by the taxpayer for draft, breeding, or
dairy purposes for 12 months or more. The Senate amendment
restates this provision to provide that the term “property used in the
trade or business” includes livestock, regardless: of age, held by the
taxpayer for draft, breeding, or dairy purposes, and held by him for 12
months or more from the date of acquisition. The Senate amendment
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also provided that the term docs not include poultry except that the
term does include turkeys regardless of age, held by the taxpayer for
breeding purposes, and held by him for 12 mouths or more from the date
of acquisition. The Senate amendment also included rules respecting
effective date. The House recedes with an amendment striking out
the reference to turkeys. This provision of the bill is not intended to
change the present application of section 117 (j) of the code to race
horses in any situation in which such race horses fall within the term
“property used in the trade or business.” :

Amendments Nos. 65 through 72: Section 307 of the House bill
(which corresponds to scction 325 of the Senate bill) extended capital
gaing treatment to certain coal royaltics. The Senate amendments
added certain additional rules and conforming amendments to other
sections of the code. The House recedes on amendments Nos. 65,
66, 68, 69, 70, 71, and 72, and recedes on amendment No. 67 with an
amendment striking out a reforence to timber,

Amendment No. 73: This is a clerical amendment. The House re-

cedes.
- Amendment No. 74: The House bill provided that the amendments
relating to collapsible corporations shall be applicable to taxable years
beginning after December 31, 1950, This amendment limits the
effective date to taxable years ending after August 31, 1951, and
limits the application of the amendment to gains realized after such
date. The House recedes.

Aénendment No. 75: This is a clerical amendment. The House
recedes .

Amendment No. 76: Section 309 of the House bill added a new
subsection (n) to section 117 of the code to provide rules for the
treatment of capital gains and ordinary losses by a dealer in securities
in order to prevent tho dealer from obtaining the most bencficial
tax result by a shift in sccuritics from one account to another or by
insufficient identification of securitics alleged to be within a particular
account. Under the amendment the provisions of section 117 (n)
arc made inapplicable to the extent that these provisions are incon-
sistent with the provisions of section 117 (i) relating to bond, ete.,
lIosses of banks. The House recedes.

Amendment No. 77: This amendment strikes out scction 310 of
the House bill. The House recedes with an amendment which adds
' a new subsection (0) to section 117 of the Internal Revenue Code so

© as to provide that in the case of a sale or exchange, directly or in-
directly, of depreciable property (1) between husband and wife, or
(2) between an individual and a corporation in which he, his spouse,
and his minor children and minor grandchildren own more than 80
percent of the value of the outstanding stock, any gain recognized to
the transferor shall be considered ordinary income and not capital
gain. The transfer of the property can be from the corporation to
the stockholder or from the stockholder to the corporation. The
property transferred must be property which in the hands of the
transferce is property of a character which is subject to the allowance
for depreciation provided in scction 23 (1) of the code. This amend-
ment shall bo applicable only with respect to sales or cxchanges made
after May 3, 1951,

Amendment No. 78: This amendment adds a new subsection to
section” 117 of the code, to provide that certain payments received
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by an employee after the termination of his employment, which under
existing law are taxable as ordinary income, shall be treated as gains
from the sale or exchange of a capital asset-held for more than 6
months. The House recedes with clerical amendments.

Amendment No. 79: This amendment, for which there is no corre-
sponding provision in the House bill, amends section 122 (b) (2)
(relating to the amount of net operating loss carry-overs) to provide
for a 4-year carvy-over of 1948 and 1949 net operating losses by both
corporate and noncorporate taxpayers, and for a 4-year carry-over of
1946 and 1947 net operating losscs by certain new corporations. The
amendments to section 122 (b) (2) are made applicable in computing
the net operating-loss deduction for taxable years beginning after
December 31, 1948, The House recedes with an amendment which
eliminates the provisions of the Senate amendment for the carry-over
of 1946 and 1947 net operating losses by new corporations and reduces
from four to three the numbor of years to which 1948 and 1949 net
operating losses may be carried forward by all taxpayers.

Amendment No. 80: This amendment amends subsection (d) of
section 130A, relating to definition of the term ‘restricted stock
option,” to provide that if the grant of an option is subject to stock-
holder approval, the date of the grant of the option shall be deter-
mined as if the option had not been subject to stockholder approval.

The amendment is made effcetive as if it had been enacted as a
part of section 218 of the Revenue Act of 1950. The House reccdes
with a clerical amendment. . : :

Amendment No. 81: This amendment adds to the bill a new
section 331 pursuant to the provisions of which (1) a domestic cor-
poration which owns at least 10 percent of the voting stock of a
foreign corporation from which it receives dividends in a taxable year
will, for purpose of computing the foreign tax credit of such domestic
corporation, be deemed to have paid a proportion of certain foreign
taxes paid, or deemed to be paid, by such foreign corporation, and
(2) such foreign corporation will, for the purpose of the above com-
putation, be deemed to have paid a proportion of certain foreign
taxes paid by any other foreign corporation from which it receives
dividends in a taxable: year, if the former foreign corporation owns
a majority of thoe voting stock of the latter foreign corporaton. The
House recedes with a clerical amendment and an amendment pur-
suant to which (2) above will be operative if the former foreign corpora-
tion owns 50 percent or more of the voting stock of the latter foreign
corporation.

Amendment No. 82: This amendment amends section 147 of the
code to give to the Secretary the authority to require information
returns reporting payments of interest, regardless of amount. - Under
existing law, except in the case of certain payments, information
returns may not be required from persons making payment of interest
unless the payment 1s $600 or more. The. House recedes with a
clerical amendment,

Amendment No. 83: This amendment adds & new section 154 to
supplement D of chapter 1 of the code, relating to returns and pay-
ment of taxes.,

Such seetion 154 provides that, where any individual dies after
June 24, 1951, and prior to January 1, 1954, while in active service
as a membor of the Armed Forces of the United States, if his death
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oceurred while serving in a combat zone, as determined under section
22 (b) (13) of the code, or at any place as a result of wounds, discase,
or injury incurred while so serving, (1) the tax imposed by chapter 1 of
the code will not apply with respeet to the taxable year in which falls
the date of his death, or with respect to any prior taxable year which
onded on or after the first day he was so serving in a combat zone after
June 24, 1950, and (2) the tax (including interest, additions to the tax,
and additional amounts) imposed by chapter 1 of the code and under
the corresponding title of cach prior revenue law for all taxable years
preceding those specified in (1) above, which is unpaid at the date of
his death shall not be assessed, and if assessod the assessment shall be
abated, and if collected shall be credited or refunded as an overpay-
ment. The Iouse recedes with a clerical amendment.

Amendment No. 84: This amendment -amends section 165 (b) of
the code, relating to distributions to an employee by a trust which
qualifies for cxemption under section 165 (a).

Under section 165 (b), amounts distributed or made available to an
employee by such a trust (in cxcess of the employee’s contributions)

_ aro taxed to the employee only in the years in which distributed or
mado available and, if the total distributions are paid to the employee
in one taxable year on account of the cmployce’s separation from the
servico, the amount of the distribution (to the extent excecding the
cmployeo’s contribution) is taxed at capital gain rates (as from sale
or cxchange of a capital asset held for more than 6 months).

Under the amendment, where such a total distribution ocecurs in
one taxable year, and consists in whole or in part of sccurities of the
employer corporation, that part of the cxcoss (of the amounts dis-
tributod over the amount of the employee’s contributions) as consists
of net unrealized appreciation attributable to that part of the total
distributions mado in securitics of such employer corporation shall be
excluded from income in the year of distribution, and shall be subject
to tax only when the securitics are sold (or otherwise disposed of in
o taxable transaction). The amount of the net unrealized approcia-
tion which is excluded shall in the hands of the recipient not be
included in the basis of the stock or other securities distributed.

The Touse rocedes with an amendment providing that the pro-
posed treatment is also to apply to sceuritios issued by a parent or
subsidiary corporation of the cmployer corporation,

- Amondment No. 85: Under section 311 of the Houso bill, the special
rule for 1949 and 1950, set forth in section 202 (b) (2) of the code for
use in determining the reserve and other policy liability credit of life
insurance companics, would have been extonded to apply to taxable
vears beginning in 1951. Under this amendment there is substituted
for this provision a system for taxing such companics, but only for
taxable years beginning in 1951, which is different from that contained
in present law. Under this system, in licu of allowing life insurance
companics an adjustment of thoir normal tax net income and of
their corporation surtax net income, by mecans of the reserve and
other policy liability credit, for purposes of a tax imposed at the
regular corporate rates, a low-rate tax is imposed on the normal tax
nob income of such companios without allowance of any such credit.
Under the Scnate amendment there is imposed for 1951 a tax oqual to
3% porcent of the first $200,000 of the 1951 adjusted normal tax net
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income of such companies and 6% percent of the amount in excess.
thereof. The House recedes with a clerical amendment.

' Amendment No. 86: This is a clerical amendment. The House
recedes with a clerical amendment. o

- Amendment No. 87: This amendment makes technical and clari-
fying changes in the section of the House bill providing for tax treat-
ment under supplement Q of chapter 1 of the code of certain registered
management investment companies certified by the Securities and
Exchange Commission as principally engaged in furnishing capital to.
corporations principally engaged in development or exploitation of
imventions, technological improvements, new processes, or products
not previously generally available. The House recedes.

Amendment No. 88: This amendment, for which there is no corre-
sponding provision in the House bill, makes & minor change in the
definition of “system group’’ contained in section 373 (d) of the
Internal Revenue Code. Under this amendment, in determining
whether one or more of the corporations in a utility system owns.
the required 90 percent of each class of the stock of another corporation -
in the same system, there is disregarded not only stock which is pre- o
ferred to both dividends and assets, which type of stock may be
disregarded for this purpose under present law, but also stock which
is limited and preferred as to dividends but which is not preferred as to.

rassets, provided that the total value of such stock is less than 1
percent of the aggregate value of all classes of stock which are not
preferred as to both dividends and assets. This amendment is.
applicable to all taxable years affected by exchanges and distributions.
made after Decembor 31, 1947. The House recedes with s clerical
amendment.

Amendment No. 89: This amendmont subjects governmental col-
leges and universities and corporations wholly owned by such colleges
or universities to the supplement U tax on their unrelated business:
net income, cffective for taxable years beginning after December 31,
1951. The Housc recedes with a clerical amendment.

Amendment No. 90: This is a clerical amendment. The House.
recedes with a clerical amendment.,

Amendment No. 91: This amendment provides for retroactive ap-
plication to taxable years beginning after December 31, 1938, and
before January 1, 1951, of the provisions added by the bill to the -~
Internal Revenue Code with respect to the treatment of family part- S
nerships for income tax purposes, which provisions are applicable

enemlily to taxable years beginning after December 31, 1950. The

ouse recedes with an amendment revising the effective date pro-
vision to provide that the amendments made by the bill with respech
to family partnerships shall be applicable only with respect to taxable
years beginning after December 31, 1950, and to provide rules for
cascs where the taxable year of the partner differs from that of the
partnership. ‘ :

In applying the proposed treatment of family partnerships to tax-
able ycars beginning after December 31, 1950, where the taxable year
of a partnership begins in 1950 and ends within or with, as to all the
family partners, taxable years which begin in 1951, the proposed
treatment shall apply to all distributive shares derived by the family
Eartncrs from the taxable year of the partnership beginning in 1950

owever, where a taxable year of the partnership ending in 1951
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(whether beginning in 1950 or 1951) ends within or with a taxable
year of a family partner which began in 1950, the proposed treatment.
is not applicable to any of the distributive shares of income derived
by the family partners from such taxable year of the partnership.
" Amendment No. 92: This amendment, for which there is no cor-
responding provision in the bill as it passed the IHouse, amends section
127 of the-code to provide an alternative treatment of war less re-
coveries, applicable at the election of tho taxpayer. Under the amend-
ment the amount of the recovery, to the extent that it does net exceed
the allowable deductions in prior taxable years on account of the
destruction or scizure of property in respect of which the recovery is
received, is excluded from gross income for tho taxable year in which
the recovery is reccived. In lieu of including such amount in gross
income for the taxable year of the recovery, there is to be added to the
tax imposed by chapter 1 for such taxable year the total increase in:
the tax under chapter 1 and chapter 2 for all taxable years which
would result by decreasing, in an amount cqual to such part of the
recovery so excluded, deductions allowable in prior taxable ycars
— with respect to the destruction or seizure of tho property. To the
extent that the amount of the recovery exceeds the allowable de~
ductions in prior taxable years on account of the destruction or seizure
of the property, such amount is treated for the taxable year of the re-
covery as gain on the involuntary conversion of property and is recog-
nized or nonrecognized as provided in section 112 (f). This amend-
ment also provides a new rule for the determination of the unadjusted
basis of property where the alternative treatment of the recovery is
applicable pursuant to election made by the taxpayer. The House
recedes with amendments which revise section 127 (¢) (3) (A) and
(5), and make minor changes in the phrasing of section 127 (¢) (3}
(B) and (O) and section 127 (d) (2). The cffective date of the amend-
ment is also changed so that it will be applicable to taxable years be-
ginning after December 31, 1941.

Section 127 (¢) (3) (A), relating to the definition of “amount of
recovery’”’ for the purposes of the new alternative treatment, is
revised under the conference agreement so that in the case of recovery
of the same property or interest considered under section 127 (a) as
destroyed or scized, such property or interest may be included in the
amount of recovery at its fair market value, determined as of the date .

L of recovery, or at the option of the taxpayer at the adjusted basis (for
determining loss) of such property or interest in the hands of the tax-
payer on the dato of the loss. Subparagraph (A) is also revised to pro-
vide that for the purposes of scetion 127 (¢) (3) (B) and (C) (but not
section 127 (d) (2)) the amount of recovery shall be reduced by the
amount of the obligations or liabilities with respect to the property re-
covered, if the taxpayer for any previous taxable ycar ehose under sec~
tion 127 (b) (2) to treat such obligations or liabilities as discharged or
satisfied out of such property, and such obligations or liabilities were
not so discharged or satisfied prior to the date of the recovery.

These two new rules incorporated into section 127 (¢) (3) (A) may
be illustrated by the following examples: ‘

Example (1): The taxpayer on December 11, 1941, owned Blackacre,
a property located in Germany. The adjusted basis of such property
in the hands of the taxpayer on such date was $1,000,000. Under
section 127 (a) such property was deemed destroyed or seized in the

90547—51——+6

Approved For Release 2007/01/16 : CIA-RDP57-00384R001200010012-6



Approved For Release 2007/01/16 : CIA-RDP57-00384R001200010012-6

82 REVENUE ACT OF 1951

year 1941 and the taxpayer’s loss of $1,000,000 was an allowabie
deduction for such year whether or not the taxpayer claimed such
deduction. A recovery with respect to such loss 1s required to be
taken into account under section 127 (¢). Assume that in 1946 the
taxpayer rocovered this property and that on the date of recovery it
had a fair market value of $500,000. If the taxpayer clects to proceed
under the provisions of section 127 (c) (3), he has an option to includo
in the amount of the recovery respecting this property either the
fair market value on the date of the recovery ($500,000) or an amount
equal to the adjusted basis of the property as of the date of the
loss ($1,000,000). Assuming the taxpayer had no previous recovery
with respect to this property, its unadjusted basis under section 127
(d) (2) for the period subsequent to recovery would be $500,000 or
$1,000,000 depending upon whether the taxpayer chose to include
the property in the amount of recovery in 1946 at its fair market
value on the date of the recovery or its adjusted basis as of the date
of loss. If the taxpayer chooses to treat $1,000,000 (the adjusted
basis of the property on the date of the loss in 1941) as the amount of
the recovery, there would be added to the tax. for 1946 the total in- -
crease in the tax which would result by decreasing from $1,000,000 to
zero the amount of the deduction allowable in 1941 on account of the
destruction or seizurc of Blackacre. If the taxpayer.choiscs to treat
~only $500,000 (fair market value on date of recovery) as.the amount
of the recovery, there would be added to the tax for 1946 the amount
of the total increase in tax resulting from decreasing to $500,000 the
amount of the deduction allowable in 1941. TIf the $1,000,000 allow-
able as a deduction in 1941 did not result in any tax benefit, then
there would be nothing to be added to the tax for 1946, whether the
taxpayer choosecs the amount of the recovery as $500,000 or as
$1,000,000. - .
Example (2): The taxpayer on December 11, 1941, owned an in-
dustrial plant in Germany. The adjusted basis of such property in
the hands of the taxpayer on such date was $5,000,000. The property
on such date was subject to a mortgage of $3,000,000. Under the
provisions of section 127 (b) (2) the taxpayer chose to treat the
mortgage as discharged or satisfied out of the property. Assume
that in 1946 the taxpayer recovered this property and that on the
date of recovery it had a fair market value of $5,000,000, and is 9
still subject to the mortgage of $3,000,000. If the taxpayer elects ’
to have the provisions of section 127 (e¢) (3) apply, the amount of
the recovery respecting this property for the purposes of subparagraph
(BB) is considered to be $2,000,000. Since this amount is equal to
the allowable deduction in 1941 under section 127 (b), all of such
amount is excluded from gross income in 1946; however, there is to
be added to the income tax for such year the total increase in the
tax under chapter 1 and chapter 2 for all taxable years which would
result from eliminating the allowable deduction of $2,000,000 in 1941,
For the purposes of paragraph (C) the amount of recovery is likewise
considercd to be $2,000,000, so that there is no amount to be treated
for 1946 as gain from the involuntary conversion of the property.
However, this rule which reduces the amount of the recovery on
account of liabilities and obligations is not applicable in. applying the
provisions of section 127 (d) (2). Under that section the amount of
“the recovery in respect of the property is $5,000,000, and since there
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was no amount considered as gain upon involuntary conversion of the
property in 1946, such amount is not reduced and the basis of the
‘property is $5,000,000.

Under the conference agrecment, as under existing law and the -
‘Senate amendment, property considered as destroyed or seized under
section 127 (&) of the codo is considorod as not being in existence from
the date of the loss to the date of its recovery. Thus, depreciation
.on the recovered property is not allowable for the period between the
date of tho loss and the date of the recovery. :

Section 127 (¢) (5), relating to tho election by the taxpayer to have
‘the provisions of section 127 () (3) apply to war loss recoveries, has
boen revised under the conferenco agreement to provide that if the
taxpayer elects to have the provisions of paragraph (3) applicable in
-any taxable year in which he Tecovers any money or property in
respect of property considered under scction. 127 (a) as destroyed or
seized, tho provisions of paragraph (3) shall be applicable to all tax-
able years of the taxpayer beginning after December 31, 1941. Such
eloction. oncoe made is irrevocable.  The election by the taxpayer is to
~ be made in such manner and at such time as the Sccretary may by
regulations prescribe. Ilowever, no clection may be made after De-
cember 31, 1952, by the taxpayer unless he receives war loss recoveries
.during a taxable yoar ending aftor the date of enactment of the Rove-
nue -Act of 1951,

If under an election made by the taxpayer the provisions of sec~
tion 127 (¢) (3) are applicable to any taxable year, the period of
limitations provided in section 275 and 276 of the code for the assess-
‘ment and collection of (1) the amount to be added to the tax for such
taxable year under scction 127 (¢) (3), and (2) any deficiency for such
‘taxable year or for any other taxable year to the extent attributable
to the basis of the recovered property being determined under section
127 (d) (2), shall not expire prior to the cxpiration of 2 years following
the date of the making of such election. Any amount and any
deficiency specified in clauses (1) and (2) of the preceding sentence
may be asscssed at any time prior to the expiration of such 2-year
period, notwithstanding any law or rule of law which would otherwise
“prevent such assessmoent and collection.

Paragraph (5) further provides that if section 127 (¢) (3) is applicable
to any taxable year pursuant to the taxpayer’s election, and credit
- or refund of any overpayment resulting from the application of
' section 127 (¢) (3) to such taxable year is provented on the date of
the making of such election, or within 1 year from such date, by any
Jaw or rule of law (other sec. 3761 of the Internal Revenue Code,
_telating to compromises), eredit or refund of such overpayment may
nevertheloss be made or allowed if claim therefor is filed within 1 year
~from such date.

Paragraph (5) further provides that in the case of any taxable year
.ending before the date of the making by the taxpayer of an election,
no intercst shall be paid upon any overpayment resulting from the
application of the provisions of section 127 (¢) (3) to such year, and
no interest shall be asscssed or collected with Tespect to any amount
~or any deficiency specified in clauses (1) and (2) above, for any period
prior to the cxpiration of 6 months following the date of the making
.of such election by the taxpayer.
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Amendment No. 93: This amendment adds a new subscction, (f)
to section 23 of the code (relating to deductions from gross income),
providing that expenditures paid or incurred during the taxable year
for the purpose of ascertaining the existence, location, extent, or
quality of any deposit of ore or other mineral, and paid or incurred
prior to the beginning of the development stage of the mine or de-
posit, may be deducted in computing net income for the taxablo year,
except to the extent that such expenditures exceed $75,000. The
subscction further provides that the taxpayer may clect to treat as
deferred expense any portion of such deduetible amount, in which
event such deferred portion shall be deductible on a ratable basis as.
the units of produced ores or minerals discovered or explored by
reason of such expenditures are sold. No deduction may be taken
under this new subsection if in any four preceding years (not neces-
sarily consecutive years) the taxpayer, or any individual or corpora-
tion (who has transferred to the taxpayer any mineral or ore property
under circumstances which make the provisions of pars. (7), (8), (11),
(13), (15),(17), (20), or (22) of section 113 (a) of the code applicable to -~
such transfer), has taken a deduction, or elected to treat exploration: R
expenditures as deferred expense, under the new subsection. The House
recedes with a clerical amendment,

Amendment No. 94: This ameadment would have added a new-
subscction (n) to section 115 of the code to provide a special rule for
the treatment of gain upon the complete Liquidation of a corporation,
where the distribution in liquidation included stock in another corpo~
ration to which unimproved real estate had been transforred in antici~
pation of such liquidation. The Senate recedes.

Amendment No. 95: This amendment adds paragraph (20) to
section 3797 of the code to provide in substance that a full-time life
insurance salesman who is an employee under the definition contained
in the Federal Insurance Contributions Act shall be considered to be
an “employec’ for the purpose of applying the provisions of chapter 1.
(such as sections 22 (b) (2) (B), 23 (p) and 165) which determine the-
effect of contributions for the benefit of, and distribution to, “an
employec” under a stock bonus, pension, profit-sharing, or annuity
plan. The amendment is applicable to taxable years beginning after:
1938. The House recedes.

Amendment No. 96: This amendment would allow in full, for pur-
poses of computing the net operating loss (as defined by sec. 122 (a) of ’
the code) of a taxpayer other than a corporation, deductions allowable-
under section 23 (e) (2) (relating to losses incurred in a transaction
entered into for profit) and secction 23 (e) (3) (relating to losses of
property not connected with a trade or business, if the lossos arise.
from fire, storm, shipwreck, or other casualty or from theft). Under
existing law, in computing the net operating loss in the case of such g
taxpayer, section 122 (d) (5) limits the deductions otherwise allowablo.
under section 23 of the code which are not attributable to trade or-
business regularly carried on by the taxpayer to the extent of the.
gross income not derived from such trade or business. The Houso.
recedes with an amendment which removes from the present limita-
tion in section 122 (d) (5) deductions for losses sustained after Decem-
ber 31, 1950, in respoct of property, if the losses arise from fire, storm,
shipwreck, or other casualty, or from theft. The amendment will,
enable a taxpayer who is an individual to take such losses into account.
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in computing & net operating loss which may be carried back 1 year
or carried forward 5 years. The amendment is made applicable in
computing the net operating loss deduction for taxable yecars ending
after Decomber 31, 1948.

Amendment No. 97: This amendment relates to the abatement of
tax of certain irrovocable trusts to the cxtent that the income is
owned by any individual who dics on or after December 7, 1941, while
in active service as a moember of the military or naval forces of the
United States or of any of the other United Nations and prior to
January 1, 1948,

The House rocedes with an amendment which provides that, in the
-case of a trust which accumulated income for a beneficiary who died on
-or after Decomber 7, 1941, and before January 1, 1948, while in active
gervice as & member of the military or naval forces of the United States
or of any of the other United Nations, there shall be allowed as a
deduction in computing the net income of the trust for any taxable
year the income of the trust for such taxable year, before diminution
for income taxes with respect thereto, which was, or would have
been but for such diminution, accumulated for such beneficiary.

This deduction shall be allowed, however, only if (1) the income
accumulated was for a taxable year of the: trust which ended with or
within a taxable yoar (ending on or after Decomber 7, 1941) of such
beneficiary during any part of which he was 8 member of such military
-or naval forces, or, in the case of the taxable year of the trust during
which such beneficiary died, the income accumulated was for the
period in such taxable yvear prior to-the death of such bencficiary, and
{2) the amount of such accumulated income was, without regard to
this amendment, taxable to the trust, and (3) the income for such
taxablo year accumulated for the beneficiary, if not distributed to him
prior to his death, was payable by the trust at or after his death only
to his estate, spouse, or lineal ancestors or descendants.

Amendment No. 98: This amendment (cffective for taxable years
ending aftor the date of enactment of this bill) would require a net
worth statement to be filed with the return of arv individual who
during the taxable ycar reccived gross income in excess of $10,000
from one or more unlawful trades or businesses. The Senate recedes.

Amendment No. 99: This amondment amends the life insurance
company provisions of the code to provide that the life insurance
- department of a mutual savings bank is to be taxed as a life insur-
ance company. -This amendment is a corollary of amendment No. 45,
relating to the taxation of mutual savings banks. The amendment
ig applicable only with respoct to taxable years. beginning after
December 31, 1951. :

The Housc recedes with an amendment which adds a new section 110
to the code to provide the method for computing the tax of a mutual
savings bank authorized under State law to conduct a life insurance -
business and which conducts such a business in a separate depart-
ment the accounts of which are maintained separately from the other
departments of the bank. The tax is to consist of the sum of (1) a
partial tax computed under sections 13 and 15 of the code upon the
net income of the bank determined without regard to any items of
income or deductions properly allocable to the life insurance depart-
ment; and (2) a partial tax upon the not incomo of the life insurance
department determined without regard to any items of income or
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deductions not properly allocable to such department at the rates

- and in the manner provided in supplement G with respect to. life

insurance companics. In determining the net income for purposes of
such partial taxes no account shall be taken of any transactions
betweenr the insurance department and the bank or any other
department thereof.

The amendment is applicable only with respeet to taxable years
beginning after December 31, 1951. :

Amendment No. 100: This amendment adds at the ond of section
422 (b) of the code (relating to definition of unrelated trade or business
for the purposc of determining the unrclated business net income
subject to the supplement U tax) a special rule with respect to pub-
lishing businesses carried on by colleges and universities. This amend-
ment is applicable with respect to taxable years beginning after
Docember 31, 1950 and prior to Janaary 1, 1953. The purpose of
this amendmont is to afford an organization (cxempt under sec. 101 (6)
and subject to supplement U) which ownsi a publishing business
limited opportunity to conform or relate such publishing busincss
to its educational or other exempt purposes within the time specified
in the amendment, and thus be relieved of supplement U tax thercon
for taxable years preceding the taxable year in which the activity
becomes related. The House recedes with a élarifying amendment.

Amendment No. 101: This amendment, for taxable years beginning
prior to January 1, 1954, treats as related, for the purposes of the
tax imposed by supplement U, an unrelated trade or business carried.
on by certain educational organizations. The House recedes with an
amendment which adds at the end of section 442 (a) (relating to the
definition of unrelated business net income for the purpose of the

- supplement U tax) a special rule with respect to unrelated trades or

businesses carried on in partnership by certain educational organiza-

tions. 'The amendment is applicable with respect to taxable years:

beginning after December 31, 1950, and prior to January 1, 1954.
Amendment No. 102: This amendment adds a new subscction (e}

- to section 504 of the code relating to the computation of undistributed

subchapter A net income for purposes of the imposition of the surtax
on personal holding companics. Subsection (e} will provide for the .
deduction, for purposes of computing undistributed subchapter A net
incomse, of an amount by which the undistributed subchapter A net
income determined without regard to subsection (e) exceeds the
amount ‘which could be distributed on the last dav of the taxable year
as a dividend (1) without the violation of any action, regulation, rule,
order, or proclamation made under the Trading With the Enemy Act,
of October 16, 1917, as amended, or the First War Powers Act of 1941,
and (2) not subject to a lien m favor of the United States. The
amendment is applicable to taxable years begimming after 1939. The
House recedes with a clerical amendment.

Amendment No. 103: This is a technical amendinent to provide that.
the fifth sentence of section 1700 (a) (1) of the ecode. added by Public
Law 124, Eighty-second Cougress, shall be stricken from the code as
surplusage upon elimination of the second sentence as provided in
the House bill.  The House recoedes. »

Amendment No. 104: This amendment retains the substantive pro-
visions of the House bill, but differs therefrom i thie following respects:
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(@) Whereas the House bill would grant an exemption from the
admissions tax in the case of shows or performances the proceeds
of whié¢h inure exclusively to the benefit of certain organizations,
such as religious, charitable, and educational groups, no such ex-
emption would apply, under the Senate amendment, in the case
of any motion-picture exhibition. Under the Senate amendment,
to come within the exemption privilege, a religious institution
must be a church or a convention or association of churches; an
educational institution, to be entitled to the exemption, must have
a regular curriculum and student body; and a charitable institu-
tion must be supported, in whole or part, by Federal or State
funds or by contributions from the general public.

() The Senate amendment eliminates the pre-1941 exemption
in the case of admissions all the proceeds of which inure exclu-
sively to the benefit of societics for the prevention of cruelty to
children or animals and the pre-1941 exemption in the case of
societies or organizations conducted for the sole purposc of main-
taining a cooperative or community center motion-picture theater.

(¢c) Whereas the House bill would exempt admissions to agri-
cultural fairs and to any exhibit, entertainment, or other pay
fonture conducted by the fair association as part of the fair, the
Senate amendment limits the exemption to the gencral admission
charge to the fair only. _

(d) The exemption granted under the House bill in the case
of benefits conducted for or on behalf of police or fire departments,
their members or heirs has been further limited to provide that
the proceeds from such benefits must inure exclusively to the
benefit of the police or fire department or to a retirement, pension
or disability fund for the members or their heirs.

(¢) The Senate amendment also makes it plain that an exemp-
tion from the admissions tax is to apply to operas as well as sym-
phonics which receive their support from voluntary contributions.

The House reeedes with an amendment which provides an exemption
from tax on admissions, the procoeds of which inure exclusively to the
benefit of an organization (organized prior to October 1, 1951) which
is exempt under section 101 (6) of the code and which is operated for
the purpose of conducting an annual chautauqua program of educa-
tional, cultural, and religious activitios at a permanent location. '
- The bill restores the provisions of scetion 1701 (¢) of the code

without change, so that admissions to coneerts conducted by a civie
or community membership association (such as orchestras, choral
socioties, ote.} will be exempt from tax.

Amendment No. 105: This is a clerical amendment. The House
recedes. _

Amendment No. 106: This amendment grants an exemption from
tho admissions tax covering admissions (1) to a home or garden which
is temporarily opened to the general public as part of a program carried
on by a society or organization for such purpose and (2) to historic
sites, houses, and shrines, and museums conducted in connection there-
with, maintained and operated by a society or organization devoted
to the preservation of such places. The House rocedes.

Amendment No. 107: This amendment provides that the increase
in the rate of tax with respect to cigarettes shall be reduced to the
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present rate of tax offcctive January 1, 1954. The House rocedes
with an amendment fixing the rate roduction date as April 1, 1954,
Amendments Nos. 108 and 109: These are clerical amendments.
The House recedes. ;
Amendment No. 110: This amendment makes provision for a floor-
stocks refund on tax-paid cigarettes which are held for sale on Jan uary
1, 1954, the rate reduction date specified in the bill as passed by the
Senate. The House recedes with an amendment fixing April 1, 1954,
as the inventory date to correspond with the change made in the rate
reduction date and an amendment fixing July 1, 1954, as the date
before which claims for refund must be filed.
Amendment No, 111: This amendment provides for a reduction in
the rate of tax on snuff and chewing and smoking tobacco from 18
cents per pound to 10 cents per pound. The House recedes with a
technical amendment. - : ’
Amendment No. 112: This amendment strikes out the provisions
of section 431 of the House bill imposing a retailers’ excise tax upon
mechanical lighters for cigarettes, cigars, and pipes. Such articles
will be taxed at the manufacturers’ level at the rate of 15 percent (see -~
amendment No. 189). The House recedes. ‘
.. Amendments Nos. 113 and 114: These amendments are clerical.
The House recedes.

Amendments Nos, 115 and 116: These amendments provide that
the rotailers’ excise tax shall not apply with respect to the sale of
miniature samples of cosmotics, toilet articles, lotions, powder, cte.,
taxable under soction 2402 (a) of the code, made by a manufacturer
or distributor to a house-to-house salesman for demonstration purposes
only unless such samples are resold by the salesman. The House
recedes. v -

Amendment No. 117: This amendment is clerical. The House
Tecedes. , :

Amendment No. 118: This amendment strikes out all of the provi-
sions of the House bill relating to the imposition of a tax of 2 cents per
gallon upon any liquid sold or used as a fuel in a Diesel-powered

ighway vehicle. The House recedes with an amendment which re:
stores the House provisions but provides that effective April 1, 1954,
the rate of tax on such fuel will be reduced to 1% cents per gallon.

Amendments Nos. 119 and 120: These amendments are clerical.
The Senate recedes. :

Amendments Nos. 121 and 122: These amendments provide that
‘the increase in tax imposed with respect to distilled spirits generally
and to imported perfumes containing distilled spirits shall be reduced
to the present rate of tax cffectivo January 1, 1954. The House re-
cedes with an amendment fixing April 1 , 1954, as the rate reduction
date in licu of January 1, 1954. '

Amendments Nos. 123, 124, 125, and 126: Theso amendments are
‘clerical. The Scnate recedes.

Amendments Nos. 127, 128, and 129. These amendments provide

- that the increase in tax with respect to wines of the various classifi-
cations specified shall be reduced to the present rate of tax effective.
January 1, 1954. The House recedes with an amendment providing
that the rate reduction date shall be April 1, 1954,

Aanendment No. 130: This amoendment is clerical. The Scnate.
recedes. :
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Amendment No. 131: This amendment provides that the increase
in tax imposed with respect to certain sparkling wines, liqueurs, and
cordials shall be reduced to the prescnt rate of tax effective January
1, 1954, The House recedes with an amendment establishing- the
rate reduction date as April 1, 1954. ' ‘

Amendments Nos. 132, 133, 134, 135, and 136: These are clerical
amendments.  The Scnate recedes,

Amendment No. 187: This amendment provides that the increase
in the rate of tax imposed with respect to fermented malt liquors
shall be reduced to the present rate of tax effective January 1, 1954.
The House recedes with an amendment providing that the rate redue~
tion date shall be April 1, 1954. '

Amendments Nos. 138, 139, and 140: These amendmoents are cler-
ical. The Senate reccdes. .

Amendment No. 141: This amendment provides for floor stocks re-
funds with respeet to tax-paid distilled spirits, wine, and beer held for
sale upon the termination of the tax rate increases proposed for these
products in the bill. The House recedes with an amendment fixing
~ the inventory date to be used in determining the amount of refunds as.
April 1, 1954, in licu of January 1, 1954, and with a clerical amend-
ment. -

Amendment No. 142: This is a clerical amendment. The House
recedes with a clerical amendment.

Amendment No. 143: This is a clerical amendment. The House
recedes with a clerical amendment.

Amendments Nos. 144, 145, and 146: Those amendments are cleri~
cal. The Senate recedos. :

Amendments Nos. 147, 148, and 149: These amendments provide
that the increase in the occupational tax for wholesale dealers in
liquor, retail dealers in liquor, and wholesale dealers in malt liquor,
respectively, shall be reduced to the present rate on and after January |
1, 1954. Under the House bill, the increase in rates was permanent.
The Senate recedes,

Amendment No. 150: This amendment is clerical. The Senate
recedes.

Amendment No. 151: The House bill provided for an increase in
the rate of draw-back on distilled spirits used in certain nonbeverage
products. The Senate amendment makes technical revisions in this.
~  DProvision so as to provide for reduction of the amount of draw-back
after December 31, 1953, to correspond with the reduction in the
rato of tax on distilled spirits on and after January 1, 1954. The
House recedes with clerical amendments and with an amendment
providing that the reference to draw-backs made after Docember
31, 1953, shall be changed to March 31, 1954, to take into account
the change in the rate reduction date.

Amendment No. 152: This amendment is clerical. The Senate
reccdes.

Amendment No. 153: This amendment eliminates tbe increase in
tax proposed under the Housc bill on bowling alleys and billiard and
pool tables. The House recedes.

Amendment No. 154: This is a clerical amendment. The House
recedes with a clerical amendment.

Aanendment No. 155: This is a clerical amendment. The Senate
recedes.
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Amendment No. 156: This is a clerical amendment. The House
- rocedes with a clerical amendment.

Amendments Nos. 157, 158, 159, 160, 161, and 162: These amend-
ments are clerical. The Senate recedes.

Amendment No. 163: This amendment is technical and makes it
clear that any person who :is liable for tax under subchapter A of
chapter 27A of the code, as added by the bill, or who is engaged in
receiving wagers for or on behalf of any person so liable, and who
commenced the activity which makes him subject to tax, or who was
engaged in receiving such wagers, prior to the day on which such tax
becomes effective shall be required to pay the special tax imposed by
subchapter B of chapter 27A. The Housc recedes with clerical
amendments. .

Amendments Nos. 164 and 165: These are clorical amendments.
The Senate recedes. '

Amcndment No, 166: This amendment provides that the increase
in tho rate of the manufacturers’ excise tax with respect to trucks,
busses, ete., shall revert to the present rate of tax effective January 1,

© 1954. The House recedes with an amendment providing that the -~
rate reduction date shall be April 1, 1954.

Amendment No. 167: This amendment climinates the present tax
of 7 percent upon the sale of house trailers, including parts and
accessories therefor. This amendment will become cffective on the
first day of the first month which begins more than 10 days after the
date of enactment of the bill, thus, the tax would apply with respect
to the sale of house trailers made prior to such effective date and
notwithstanding that such purchases may be paid for on an install-
ment plan after such date. : A housc trailer would be considered as
sold prior to such offective date if the right of posscssion thercto
passed to the purchaser priot to such coffective date.

The amendment also provides that the increase in the rate of the
manufacturers’ excisc tax with respect to automobile chassis and bedies,
motoreycles, trailers, and semitrailers (other than house trailers) suit-
able for use in connection with automobiles, shall revert to the present
rate of tax with respect to sales made on and after January 1, 1954,
The House recedes. with an amendment providing that the rate reduc-
tion date shall be April 1, 1954.

Amendment No. 168: This amendment provides that the incrcase
in the rate of the manufacturers’ excise tax with respect to parts and A
accessorics for automobiles shall revert to the present rate of tax
with respect to sales made on and after January 1, 1954. The House
recedes with an amendment providing that the rate reduction date
shall be April 1, 1954.

Amendment No, 169: This is a technical amendment. The House

recedes.

Amendment No. 170: This is a clerical amendment. The Senate
recedes.

Amendment No. 171: This is a technical amendment. The House
recedes.

" Amendment No. 172: This is a clerical amendment.. The House
recedes with a clerical amendment.

Amendment No. 173: This amendment provides that a manu-
facturer of refrigerator components may sell: such components tax
free to a wholesaler or dealer if such components are purchased for
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resale to a manufacturer of refrigerator cquipment and provided the

regulations prescribed by the Secretary of the Treasury relating to

such sales are complied with. The House recedes with clerieal
amendments.

Amendment No. 174: This amendment (@) revises the taxable list
of sporting goods in the House bill to exclude baseballs and baseball
equipment, (b) reinstates certain items taxable under present law but
exeluded under the House bill, (¢) retains the present 10 percent rate
of tax with respect to fishing equipment, and (d) increases the rate of
‘tax, like the House bill, with respect to the remaining sporting equip-
ment to 15 percent. The House recedes, with an amendment pro-
viding that snow toboggans and sleds 60 inches or less in length shall
not be subject to tax and that the increase in the rate of tax shall
revert to the present rate of tax offective April 1, 1954.

Under the provisions of the act of August 9, 1950 (the Dingell-
Johnson Act), an amount equal to the revenue accruing from the tax
on fishing rods and equipment is authorized to be appropriated for
assistance to the States for fish restoration and management projects.
The amendments made by this bill will not affect such authorization
nor the permanency of such act.

Amendment No. 175: This is a clerical amendment. The House
zecedes with a clerical amendment.

Amendment No. 176: This is a clerical amendment. The House
rocedes.

Amendment No. 177: This is a clerical amendmeont. The Scnate
Tecedes. .

Amendment No. 178: This amendment strikes out electric direct
motor-driven fans and air circulators of the industrial type and electric
air heaters of the blower type from the list of items subject to the
manufacturers’ excise tax undor scction 3406 (a) (3) of the code.
Senate amendment No. 182 exempts from the tax all appliances listed
in such soctions which ave of the industrial type.

The House recedes with an amendment which provides that the tax
imposed by section 3406 (a) (3) of the code shall not apply to electric
direct motor-driven fans and air circulators of the industrial type, and
shall apply in the casc of all other appliances listed in section 3406
{a) (3), including those added to such list by the bill, only to such
appliances of the household type. .

-~ . Amendment No. 179: This is a clerical amendment. The House
recedes with a technical amendment to conform to the action of the
conferces with respect to amendment No. 178.

Amendmeént No. 180: This amendment adds electric exhaust
blowers to the list of items subject to the manufacturers’ excise tax.
"The House recedes.

Amendment No. 181: This amendment strikes out the provision
of the House bill which would have added olectric shavers to the
list of appliances subject to the manufacturers’ excise tax under
section 3406 (a) (3) of the code, and adds electric garbage-disposal
units to such list. The Housc recedes with an amendment which
omits both items from the list of appliances subject to the tax.

Amendment No. 182: This amendment provides that the tax
imposed by section 3406 (a) (3) will not apply to appliances of the
industrial type. The substance of this amendment is covered by the
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action of the conferces with respect to amendment No. 178. The
Scnate recedes. ; '

Amendment No. 183: This amendment makes the provisions of sec-
tion 3441 (b) (relating to sale price of a taxable article) applicable to
a situation where a manufacturer has a plan of negotiating the sale of
an article to the ultimate user for and on behalf of the retailer of such
article. The Senate recedes. -

Amendment No. 184: The House removed certain items from the
list of articles subject to the manufacturer’s oxcise tax on photo-
graphic apparatus, imposed by section 3406 (a) (4) of the code, and
subjected the items upon which the tax is retained to a uniform 20
percent rate. ‘ :

The Scnate amendment (a) retains the present list of photographic
items subjoct to tax and subjects such items to ‘a uniform tax rate of
15 percent with respect thereto and (b) provides that the tax on a
sale of unexposed 35-millimeter color positive-print motion-picture
film shall be computed, in lieu of on the price for which so sold, on
the price for which an equivalent quantity of unexposed 35-milli- M
moter black-and-white positive-print - motion-picture film is sold. :
The House recedes with an amondment which restores the Iouse
provision with a clerical amendment.

Amendment No. 185: This is a clerical amendment. The House
recedes with & clerical amaendment.

Amendments Nos. 186 and 187: These are clorical amendments.
The House recedes. i _

Amendments Nos. 188 and 189: The House bill imposed a manu-
facturers’ excise tax, at a rate of 20 percent, on mechanical pencils,
fountain pens, and ball point pens. Senate amendment No. 189 adds
to this list mec..anical lighters for cigarettes, cigars, and pipes (the
House had imposed a tax on these items at the retail level; see amend-
ment No. 112), and Senate amendment No. 188 provides a rate of
tax of 10 percent on all these items. The House recedes on amendment.
No. 189, and recedes with an amendment on amendment No. 188
fixing the rate of tax on these items at 15 percent.

Amendment No. 190: This is a technical amendment. The
House recedes. :

Amendmoent No. 191: This is a clerical amendment. The House
recedes with a ¢lerical amendment. A

Amendment No. 192: This is & clerical amendment. The Iouse '
recedes. '

Amendment No. 193: This is a clerical amendment. The House
recedes with a clerical amendment.

Amendment No, 194: This: amendment provides that the increase
in the rate of tax on gasoline shall be reduced to the present rate of tax
effective January 1, 1954. The House recedes with an amendment
fixing the rate reduction dat~ as April 1, 1954, !

Amendments Nos, 195, 196, and 197: These are clerical amendments.
The House recedes on amendments Nos. 195 and 196 and recedes with
a clerical amendment on amendment No. 197.

Amendment No. 198: This is & technical amendment., The House
recedes with a further technical amendment providing that the credit
and refund provisions of section 3443 of the code shall be applicable to
the floor stocks tax imposed on gasoline, : .
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Amendment No. 199: This amendment provides for a floor stocks
refund on certain gasoline held for sale on January 1, 1954, the date.
provided by Senate amendment No. 194 for termination of the increase
in tax on gasoline. The House recedes with an amendment fixing
April 1, 1954, as the inventory date to correspond with the change
made in the rate reduction date. _

Amendment No. 200: This is a clerical amendment. The House
recedes with a clerical amendment.

Amendments Nos. 201, 202, and 203: These are clerical amendments.
The Senate recedes.

Amendment No. 204: The House bill reduced the rate of tax on
domestic telegraph, cable, or radio dispatches from 25 percent to 20
percent.  The Senate amendment further reduces the rate of tax to
15 percent. 'The House recedes.

Amendments No. 205, 206, 207, 208, and 209: These are clerical
amendments. The House recedes.

Amendment No. 210: This amendment provides that no tax shall
be imposed under section 3465 (a) (1) (A) of the code on any pay-

« s Mment reccived for any tclephone or radio telephone message which

S’ originates within a combat zone, as defined in section 22 (b) (13),
from a member of the Armed Forces of the United States performing
service in such combat zone. The House recedes with a clerical
amendment. .

Amoendment No. 211: This is a clerical amendment. The House
recedes with a clerical amendment.

Amendment No. 212: This amendment strikos out the provisions of
the House bill which would imposc a tax on the transportation of crude
petroleum and liquid products thereof by water from one point in the
United States to another when such transportation is performed by the
own(cir of the crude petroleum and liquid products thereof.  The House
recedes.

Amendment No. 213: This amendment provides that no tax shall
be imposed with respect to the transportation of persons by water on
a vessel which makes one or more intermediate stops at ports within
the United States, Canada, or Mexico on a voyage which begins or
ends in the United States and ends or begins outside the northern por-
tion of the Western Hemisphere if the vessel in stopping at such inter-
mediate ports is not authorized both to discharge and to take on

w  Passengers. The House recedes with a clerical amendment.

Amendment No. 214: This amendment provides that section 3475
of the code, relating to the tax on the transportation of property,
shall not apply to the transportation of earth, rock, or other material
excavated within the boundaries of, and in the course of, a construc-
tion project and transported to any place within, or adjacent to, the
boundaries of such project. The House recedes with an amendment
providing that the detormination as to the applicability of the tax
imposed by secction 3475 in the case of the transportation of any
excavated material, other than transportation to which the amend-
ment made by this subsection applies, shall be made as if this sub-
section had not been cnacted and without inferences drawn from the
fact that the amendment made by this subsection is not expressly
applicable to the transportation of such othor material.

Amendment No. 215: This is a clerical amendment. The House
recedes with a clerical amendment.
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. Amendment No. 216: This amendment provides for a refund of tax
on cigarcttes, distilled spirits, wine, and beer equal to the difference
‘between the tax paid on such items and the amount of tax made
applicable on and after January 1, 1954, brought from a foreign
tradc zone into customs territory of the United States on and after
January 1, 1954, the rate reduction date specified with respeet to
the taxable articles in question. The House recedes with a clerical
amendment and with an amendment fixing the determinative date
as April 1, 1954, in lieu of January 1, 1954.

Amoendment No. 217: This amendment provides that the Secrctary
of the Treasury is authorized and directed to make refund, or allow
eredit, in the case of a distiller ot rectifier, if he so elects, in the amount
of the internal revenue tax and customs duties paid on spirits pre-
viously withdrawn, and lost or rendered unmarketable by reason of
the 1951 floods, provided certain conditions are met. The House
recedes with a clerical amendment.

Amendment No. 218: This amendment is clerical. The House
recedoes. '

Amendment No. 219: This amendmont, for which-there is no corre-
sponding provision in the bill as passed by the House, provides in a

- new subsection (e) (1) of soction 430 for the computation of an alter-

native amount of excess profits tax for cach of the first five taxable
years of corporations which commenced business after July 1, 1945.
The amount computed thercunder- would be the maximum excess

rofits tax if less than the amount computed under section 430 (a) (2).
Under the Scnate amendment, the maximum tax would not exceed
tho following percontages of the first $400,000 of the excess profits
net income: 5 percent if the taxable year is the first or second taxable
year (determined from the commencement of business), 8 percent
for the third taxable year, 11 percent for the fourth taxable year,
and 14 percent for the fifth taxable year. Under the Schate amend-
ment, if, for any such year the excess profits net income excecds
$400,000, the cxcess over $400,000 is subject to the same maximum
tax as in the case of other corporations.

The amendment also provides rules in subsection (e) (2) for deter-
mining, for the purpose of the subsection, when a taxpayer shall be
considered to have commenced business  and to bave had taxable
years determined by reference to the date of commencement of busi-
ness of certain other corporations. It contemplates that the Scere-
tary will, by regulations, provide for the determination of construc-
tive taxable years by reference to the annual accounting period first
established by the taxpayer. '

The Senate amendment also provides, in effect, that the benefits
of the special limitation provisions under section 430 (e) (1) shall be
denied to any taxpayer which derives more than 50 percent of its
income for the taxable year from contracts or subcontracts to which
title I of the Renocgotiation Act of 1951 or to which any prior renegotia~
tion act is applicable. ‘ . :

The House recedes with an amendment. Paragraph (1) of subsee-
tion (¢) is amended to make it clear that the provision is applicable
only to taxpayers whose fifth taxable year ends-after June 30, 1950.
Clauses (i) and (iii) of subparagraph (E) of subsection (e) (1) are
amended to conform the percentage figures specified therein to these
provided by the conference agreement on Senate Amendment No. 6.
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A change is made in cach of subparagraphs (A) to (D), inclusive, of
subscction (¢) (1), which makes the percentages therein speeified
applicable to only the first $300,000 of cxcess profits net income
instead of to the first $400,000 of such income as provided in the
Senate amendment, and a conforming amendment is made to sub-
seetion (¢) (1) (E). Amendments arc made to paragraph (2) of
subsection (o) to make clear that in determining a censtruetive
date of commencement of business and constructive taxable years
from such date thercunder, a new determination shall be made pach
taxable yoar in the light of the facts for such year. An additional
amendment is made to clause (1) of subparagraph (E) to make clear
that such clause applics without regard to the provisions of section
445 (g) (1). An additional amendment is made to clause (i) of
such subparagraph to make clear that, for the purpose of such elause,
a person shall not be considered a member of a group of persons who
control the taxpayer and another corporation unless during the period
specified in such clause he owns stock in the corporation at a time
when the members of the group control such corporation and he owns
~ stock in the taxpaycr at a time when the members of the group con-
trol the taxpayer. A change is made in subparagraph (B) of para-
eraph (2) of subscction () to the effect that transactions deseribed in
 clauses (i) and (iil) shall be disregarded in determining the date as
of which the taxpayer shall be considered to have commenced busi-
ness if the adjusted basis of the aggregate assets acquired by the
taxpayer in such transactions before December 1, 1950 (or acquired
in the ordinary course of business in replacement of such assets),
constituted less than 20 percent of the adjusted basis of the taxpayer’s
total assets as of December 1, 1950. A change is also made in para-
graph (3) of subscction (¢) to provide that the gross income of the
taxpayer for the taxable year from contracts and subcontracts sub-
ject to renegotiation shall, for the purpose of applying the limitation
provided by such paragraph, be determined without regard to eapital
gains and dividends received.  Such gross income is the gross income
after renegotiation.

Amendment No. 220: This amendment, for which there is no cor-
responding provision in the House bill, provides for exclusion in the
computation of cxcess profits net income, for both excess profits tax
taxable years and base period years, of payments made to a domestic -

- corporation by its related foreign corporation as remuneration for
cortain technical services rendered.  The House recedes with clarifying:
amondments and an amendment which amends the definition of related
foreign corporation to provide that, in order to be a related gorporation,
10 pereent or more of the stock of the foreign corporation must be
owned by the domestic corporation at the time the specified services
arce rendered.

Amendment No. 221: This amendment adds seetion 503 to the bill,
for which there is no corresponding scction in the Tlousc bill.  This
section permits a taxpayer with & fiscal year beginning before January
1, 1950, and ending aftor March 31, 1950, in computing its average base
poriod net income under the general average method provided by sec-
tion 435 (d) of the code, to use the period of 48 consecutive months
ending March 31, 1950, instead of its basc period, if such computation
produces a lesser cxcess profits tax for the taxable year.
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The House recedes with an amendment which provides that the
excess profits net income for the first 3 months of 1950 shall be subject
to the percentage limitations provided in secction 435 (e) (2) (E) if
such months fall in a taxable year ending after June 30, 1950.

Amendment No. 222: This amendment cxtends t0 a new corpora-
tion which commenced business before the end of its base period the
right to qualify under scction 435 (e) of the code for the alternative
average basc period net income based on growth for the purpose of
determining its excess profits credit based on income. The IHouse
recedes with technical amendments,

Amendment No. 223: This amendment extends the benefits of sec-
tion 435 (e) (2) (G) (special alternative average base period net income
for a corporation whose excess profits net income for 1949 is not more
than 25 percent of its excess profits not income for 1948) to a taxpayer
qualifying. for growth treatment under scction 435 (e) (1) (B) even -
though it also qualifies as a growth corporation under scction 435 (e)
(1) (A). The House recedes.

Amendment No. 224: This amendment, for: which there is no

corresponding section in the House bill, provides limitations in the A~
case of a bank, as defined in section 104 of the code, on the amount
of the inadmissible asset adjustment to the net capital addition or re-
duction for the taxable year, to the net new capital addition for the tax-
able year, and to the base period capital addition. This amendment
also amends section 435 (f) (relating to capital additions in the base
period) to make clear that the yearly base period capital of any tax-
payer (whether or not a bank) shall not be reduced below zero by the-
madmissible asset adjustment.
" The House recedes with clarifying amendments and with an amend-
ment dealing with the cffective date of the provision applicable to the
base period capital addition of banks, making such provision retro-
active only at the election of the taxpayer.

Amendment No. 225: This amendment, for which there is no corre-
sponding provision in the House bill, adds two new paragraphs (9)
and (10) to scction 435 (g) (relating to net capital addition or redue-
tion) in order to provide, if certain conditions are met, that a decrease
in inadmissible assets, to the extent in excess of the net capital reduc-
tion (if any) for the taxable year, shall be an addition to the cxcess
profits credit computed under the income method. The principal -~
condition to bo met is that where there is & decrease in inadmissible il
assets there must also be a corresponding increase in operating assets
before any increase in the credit is allowed. .

The House recedes with clarifying amendments and with an amend-
ment providing a special rule for the treatment of a decrease in
inadmissible assets in the case of a bank.

Amendment No. 226: This amendment, for which there is no
corresponding provision in the bill as passed by the House, permits a
dealer in wholly tax-exempt Government securities to elect to increase
its excoss profits net income by the interest (with certain adjustments)
on such obligations, and to treat such obligations ag admissible assets.
The House recedes with a technical amendment:and an amendment
which extends the application of the section to Government obliga-
tions any part of the interest from which is allowable as a credit
against net income.
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